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NATO: Solana on Bosnia Situation, I ulks with 
Russia 


LD 1408194896 Madnd RNE-1 Radio Network 
in Spanish 1800 GMT 13 Aug 


(PBIS Translated Excerpt] NATO Secretary General 
Javcer Solana and US. Secretary of State Warren 
Christopher me| today in Brussels with the am of 
coordinating them efforts to establish the best possible 
condinons for the [Bosna] general clecvons on 14 
September [passage omitted!) 


We we im contat with NATO's Secretary G-acral 
Javver Solana Good evening 


{Solana} Good evenmg. How ae you’ 


[Announcer] You have just come back from Bosnia 
where NATO) forces have expernenced them tensest 
moments since ther deployment there How do you see 
the situation there’ What could happen between now 
and the clections on 14 September’ 


[Solana] I hope that things develop in a normal manner 
1 mean | hope that there are no violabons of the 
agreements What occurred yesterday and the day Hefore 
was a Violation of the agreements we signed and, hence, 
we reacted with the necessary firmness. Fortunately, the 
protiems were solved this morning and we were able to 
imepect the barracks where an imspection had not heen 
allowed by the Bosman Serh troops. | hope that from 
now on, with thes lesson well learned by all, we will be 
adic to teach the September clecuions peacefully. 


[Announcer! US. Secretary of State Warren Christopher 
himself praned this afternoon NATO's firmness against 
the attitude of the Bosnian Serbs, who finally obliged, 
as you were saying, and allowed IPFOR troops to inspect 
the arsenal. Having overcome this pitfall, Mr. Solana, 
how do think that some of the other ofstacies reported 
hy OSCE lately can be overcome, such as the tampering 
with clectoral lists hy the Serts and, the other one, the 
difficulty for refugees to return to thei places of ongin? 


(Solana! Today | had the chance to meet the US 
secretary of state for a good length of ume and, 
afterwards | met the person in charge of the elections, 
Ambassador Prowick, sho was bere in Brussels. | saw 
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hum yesterday in Sarajevo and he was here with me as 
well, and we have made the most precise plans possibic 
to prevent the clecuons from not being the best clecuons 


possitie [as heard] 


Whal we cannot expect is for the clocvons to be hike 
the ones held in Spain, France or Germany, countries 
which fortunately have not had internal conflicts for a 
long ume. We are tallung about a country hike Bosmia- 
Herzegovina which has been at war for over three years 
and in which there is a lot of (word indistunct] hatred 
Hence the elections will be held wn these condions, 
but | hope that within these histone condivons in which 
they are held, they we as democratic as possiic. 


[Announcer Returmng to the NATO forces, will the 
IFOR mandate in the area be extended after 14 Sepiem- 
her’ 


[Solana] The mardate, as (*you know), is 4 mandate 
which does not capire until 20 December. Possibly, 
will be necessary to make a decison a while Detore this 
date, a month before let's say, to be able to forecast 
and plan properly, if we have to keep forces there 
afterwards, thew conditions, size, arms, and purpose All 
this has to be planned with time but, in any case, | do 
not think the decision should he taken unt! we see the 
result of the elecuons and the constitution of the new 
instituvons in Bosnia-Herzegovina 


[Ax uncer} A final question, Mr. Solana The US 
secretary of state has urged NATO and Russia to talk 
about their relations, What is your opmion on this 
matter’ 


NATO and the Russian Poderation 
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EL: Report Calls For More Talks on Euro 
Payments System 

MS 1408084496 London FINANCIAL TIMES 
m English 14 Aug p? 


[Report hy Gillan Tett in London and Andrew Fisher 
m Frankfurt EMI Shelves Target Decision”) 


(PBIS Transcribed Text! The European Monetary In- 
sutute (EMI) has shelved one of the most contentious 
wsucs dividing Potential members and gon-memhers of 
European raonctary umon [Emu] by decuding that fur- 
ther talks ate Necessary on the terms of access to the 
Euro paymenis system 


The EMI. forerunner of the planned European cenval 
hank, 19 a Progtess report published toxtay on the system, 
known as Target. that optiom concermng banks off 
non-memnhers are still under discussion” It gives no 
mda atom as to when the matter might he resolved 


The coptipued wncertamnty 1s a Mow to financial insti- 
tutoms m areas such as the UK and Denmark, urgenily 
trying to assess the empact on husiness if thea counties 
stay cutee Emu 


The gueston of access to Target has hecome tughiy 
controversial, sence Panks of prospective Emu members 
sah a Germany and France oppose the idea of fon- 
member hanks having equal treatment 


ln partoular. France and Germany have demanded strict 
comdrboms sheald he rmposed for access to intraday 
qguidity on the single currency, the euro, for non-Emu 
afcas, om order to stop thes spilling over into overmght 
telat 


These demands have provoked at least one major 
UK company secretly to consader moving tts Treasury 
operations to contenental Burope. if the UK faces senous 
disadvantage over Target 


(Rher UK hanks and companies ate also cvamuning the 
meue Mr Richard Preeman of IC] says = any sensibic 
company would he looking a the cost of treasury 
Ope ations now 


In Denmark, Ms Boat!) Nyooe Anderson, central bank 
governor, yesterday said that she hoped that a satisfac. 
tory saluton could ell Ne found But Danish hanks 
are also warming they might move to Prankfurt to avoid 
the controls 
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Some central bank officials sull hope opuons for ueat- 
meant of non-Emu members might emerge in the autumn 
(nthers suspect they will not come until 1998. 


Today's EMI report only focused on the non- 
controvermal, techmcal clement of the payment 
sysicm. The report notes, for cuample, that a detailed 
pricing policy for Target has yet to be specified. 


However, it agucs the sysiem should aim to recover 
costs, and should operate under three maim constants 
tt should not affect monetary policy, should keep a 
‘bevel playing field” between participants, and should 
contribute to msk reducvon policies in payment systems. 
The report also says Target should have long operating 
hours, closing at Opm central European ume and open- 
ing at 7am. 


EL: Auditing Report Says Mostar Administration 
Wasted bunds 

AUV908124496 Hamburg BILD in German ¥ Aug % 
p2 


[Report by M_ Siedenhans and R. Voelkel “EU Wasted 
Moncey 9 Mostar™] 


[PBIS Translated Test) The E\’ has wasted moncy in 
the administration of the city of Mostar, Herzegovina 
This ts revealed on a report of the EU Audit Office. The 


letiowig charges are made in the report. 


~~ Cash of up to $00,000 German marisa [DM] was 
transported by the payroll officer of the Western Buro- 
pean Umon polhoe om a camera bag. Cash book entries 
were made irregularly. The Audit Office writes the way 
cash payments were handled was cxtremely obyection. 
atic 


~ The EU Adewnrstravon pad DMS82.000 more than 
Was shown of reoeapts 


— A staff member of the local admumestratvon of castern 
Mostar received DM'S00,000 in cash, even though he 
was not entitled to the money, according to the auditing 
report 


~ Cats and eqwpment for a water company were 
purchased for DM627.159 The prices had simply heen 
estimated 
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Belgium: Trip by U.S.’s Christopher Said 
Affirming ‘Vital’ Role in Balkans 


BR1 308150496 Brussels LE SOIR om French 
13 Aug 9 po 
(Commentary by Edouard Van Velthem) 


(FBIS Translated Text] A mecung with NATO Se- 
retary General Javier Solana. a diplomatic summit in 
Geneva, and a journey to ‘promote clectom im Saa- 
yew: US. Secretary of State Warren Christopher will 
he busy all week on the Balkan front. Morcover, he is 
beginning the countdown for general clec tions in Bosma 
in September 

“Warren Christopher docs not plan bis schedule by 
chance: If he has chosen this date for a European tour 
dedicated to the weve of the former Yugoslavia, tt is 
because he intends to win some precious ports for Bull 
Clinton's presdential campaign.” In the cyes of this 
French diplomat within the Contact Group, as well as 
those of his colleagues gathered in Brussels yesterday. 
the tip by the US. secretary of state falls withon an 
implacable log: The recent positive gestures noted on 
the Balkan front are allowing Washington to reaffirm 
its vital role mm the ongowg process. Also, even if it did 
shock virtuous souls, the umage of Sertan and Croatian 
Pressdents Slobodan Milosevic and Franjo Tudjman 
dining a the same tabic in Athens ts interpreted Dy the 
chancellernes as an additional indication of a duradic 
pacification of the region 


This, however, does not mean the chief US. diplomat 
will only have congratulations to convey to the protag- 
onists on the crisis, whom be will meet in Geneva on 
Wednesday On the contrary, he will remind the Ser- 
man head of state of his obligation to cooperate fully 
with The Hague international tribunal. In exchange for 
the lifung of UN sanctons, Milosevic has made him- 
self answerabic for the Bosman Serh« Sut the persistent 
stalemates show that in Pale the influence of the authors 
of ethan cleansing and the paruuon of the country 1s fa 
from wiped out: The shadow of Radovan Karadzic sul! 
hangs over the civil authorities, the International War 
Crimes Tribunal has been banned from exhunung the 
corpses on the site of possible mass graves in Repudika 
Srpska, and conflicts are increasing with [FOR |Impie- 
mentation Force) over the inspection of arms sites 


Tudyman will find himself in the het seat even more 
Chnstopher will remind him that Washington has given 
him an artutrating role, a lesson Clinton impressed 


BELGIUM 3 


upon him recently thanks to a Dc! glacial mocung 
a the White House. Bul the recent agreement 
Mostar, vital for the survival of the enure Croat-Mushm 
Federauon and which Zagreb has commutted isclf to 
guaaniccing, 1s bogged down Croatian nabonalists are 
showing reluctance to dissolve thea illegal cnuty of 
Herceg-Bosna and an initial tense dialogue with the 
Musim leaders, in the presence of US. mediator Joba 
Korahium, finished in failure 


The Specter of Tehran 


The Croatian president knows he cannot play the card of 
duphowty wath umpunrty to af international Community 
whose political and financial hades he ts on a hurry to 
jon. Nevertheless. he 1s also a prisoner of his domesta 
alliances: Defense Minister Goyko Susak, a Herzegovina 

hard-lner.” remains bis closest ally, and the cwoess 
of tnumphahst propaganda which surrounded the first 
anniversary of the reconguest of Kraymna hardly inspires 
compromise 


The result’? The turd interlocutor — Bosman President 
Alya Ivethegovic — will fecl pinned hetween his 
trouMesome neighbors. and beyond the agreed-upon 
polite phrases, he is not sure that Christopher will grant 
him favoraMe treatment. The White House ts criucizing 
the SDA [Party of Democrat Action), the Mushm 
patty in power, for its infiltration, and the mcreasing 
power within the party of supporters of an Islamic 
state wornes the United States all the more because 
the specter of Iran, with all of tts mulitary asswtance 
and support to terrorist groups. 1s emerging bebind this 
radical current 


Also, Washington, which is quite used to the unpre. 
dictate character of the region, does not want to put a 
burden on the future: Even if Ivethegovic ts starting as 
the favorite in the presidential clectioms. the score of hus 
great rival, former Prime Minister Haris Silanizic, who 
is close to the West, will have a test value regarding the 


degree of openness of post-war Bosnian society 


Serving as the umptecenth diplomatic Migh mass to 
ensure success of the electoral process in Bownta, the 


sole purpose of the Geneva meeting wil! he to reaffirm 
the irreversite nature of the Dayton Agreements Here 
i the tnumph of pragmatem When measured in 
terms of realpoluk. a handshake Netween Tudiman and 
Milosevic has more importance than an accolade to 


lrethegovinc 
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UK: McGeinnes on Marches in Derry, Elsewhere 


LD11081620% Dublin RTE Rado One Network 
m English 1205 GMT 11 Aug % 


{Iimervew wrth Sinn Fern Charman Matun McGun- 
ness by unidentified correspondent in Derry on |! Au- 
gust — recorded) 

(FBIS Transcrifed Teat}] (Correspondent) Well, here in 
Derry we ve also been speaking to the Sinn Fei [words 
mdestinct}] memher Marun McGuinness | first asked 
tum for hus reachon to the events of the last 24 hours 


(McGuinness! Well, | thunk obviously we in Derry were 


very pleased af the situahon in this wea im relation 
to the Apprentice Boys. That march went over farly 
peacefully But of course there would be considerabic 
Sua ce ae 0 Gea, Geen oa ae ee 
decided to go to Dunlov, a small town, have 
the enure communrty petrified by the expernence And | 
think ally that shows up the cowardly 


ei 


gener very 
of Oranges and the Apprenuce Boys, that they 


ae 
quite appalled 
cacy got eng | But we also saw had 
“ences mn + a 


Mtacked the RUC [Royal Ulster Constabulary) 


(McGuinness! Well, | themk that if we consider wha 


happened post Drumcree, what happened in Derry last 
mght was fairly low-key, and | Gunk that most people 
mm Derry this morning will he quite reheved that, by 


|Correspondent} But there was no excuse for what 
happened this morning 

[McGuinnest} Well, | think the difficulty about these 
situabons is (hat whenever young people hear that there 
us a Catholhe village, for example hike 
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to he allowed to do that a a lime all 
emotions (hat surround thus August weekend and that i 
woulda t hecome an issue’ 


[McGwinness| Yes. and we would very much want tha 
to Mappen. Put we certainly would like to Cink that asa 
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result of ibe capencaces of the last number of months, 
week of so, thal the Apprestice 
Boys would have cnough gumpuce to understand thal 
there 1s a ncod to enter into dialoguc and acgotalon 
with local communities so thal we can finally resolve 
tus very difficult issue of a very small numer, ot has 
to be saad. of comtenvouws matches 


[Correspondent| Well. after the tabure of the dialogue 
that took place here wm Derry, the Apprentue Boys 
seem very reluctant to reenter that form of aegotiabon 
Surely they should just be allowed perhaps to defuse the 
situation, have thew march. and move on from there and 
talk about the broader issue over the comeng months’ 


(McGuinness) Well, | thonk that most people in the north 
recogmze that none of these maticrs are unrelated to 
what ha: heen happening in other arcas And yesterday 
we saw a craample of some 10 to 14,000 

to Derry, having a peaceful 
parade in the city Now were not interfered with by 
the people of the city and of course they went away and 
then took i out on small, related Cathol Communitess 


é 
: 
& 
E 


[(Corresposdenmt, imterrupung) A smal! menorty of the 
Apprentice Boys took part in those actiom 


(McGuinness) Well, in effect 25 buses wen! from Derry 
to the town of Dueloy, and that is not a smal) number 


of Apprentuce Boys. You're talking about anything in 
the region of up to 1,500, and | Gunk that was quite 
disgraceful 


these marches And some 
kind of rrome parallel with 
the principle of conser’ that's at the heart of the macto- 
political situation Isn't st all part of a broader polit al 
game and it could also be turned on its Dead on the way 
would talk about a Unronmst veto Surely nationalist 
asking for a nationalist veto on Protestant marches’ 


No, | think that sensiMe people — 
the very difficulues of for example Dunloy, 
town, heing subyected to almost 


, 
§ 
. 


ths weekend have to 
reflect and recognize that that is a reality 


|(Correspondent} And of course the Apprentuce Bove 
parade around the walls of Derry sent through a emall 





—- 

















reclated nabonalest Community hs Grough a very lage 
. &1 & doese't go Grough peopic’s 


(Correspondent) (Only 13 of them”) 


[MoGumness) Well, | Gunk all of that was negotiatic 


commeuntes Aad of course taday we see yet ancther of 
these demonstravons i Ballaghy, County Derry, where 
the Black Perceptory are to march. And | would like 
te appeal to you — everyone im authority, everyone 
wn the leaderstup of the churches and in the beaderstup 
of al the polucal ~~ even at thas late stage to 
appeal to Ge Royal Black Perceptory. given the events 
which took place om Ballaghy last might. to cancel thew 
Jemoastrabon through that aavonalist town taday 


Ce vdem| Well, what's you response 
om umomist poluciais Us morning that Sinn 
_ whocd 1s staging a march as we go on air in Belfast 
to commemorate the 2Sth anniversary of internment. 
that (hat march should be confined to West Belfast to 
avon) comenvon’ 


iMcQGhunness! Well actually, there's fe contention 
whatsoever attached to the 


|Correspondent, imterrupung} Weill. if leading polucians 
ae obyecting to ot surely i 16 Contentious’ 


[McQurnness) Well, Gus ts a manufactured ofyection. 
hexcause im reality the march takes a rowte down the 
Falls Road through the commercial beat of Belfast, 
not near any Protestant of unionist estates, and 
has atually happened in the past without any difficulty 
whatsoever So, | noticed on the news thus morning 
that there actually has heen some appeals from unionist 
counciiiogs im Belfast for anyone comadermng a counter. 
demonstration to cancel those And I thunk that that is 
most helpful and | welcome those ¢ alls 
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UK: RUC Accused of ‘Witch-Hent’ Against Ulster 
Orange Pobcemen 

LD1 20818024 Lomdon PRESS ASSOCIATION 

om taglsh 1556 GMT 13 Aug 


[By Dene Henderson) 


(FBIS Tramcrited Text) The RUC [Royal Ulae: ow: 


Mabulary) war accused tomght of conducting a win. 6 
hunt agamet officers who Kelong to the Prowestant Cr. 
atge (nda 


Four men. a setpeant and three part-umers. have heen 
suspended after clam they tok part mo parades ip Co 
Fermanagh 


OPfficers are not protuted from Nelonging to any of the 
loyal orders - they mclude the Apprentice Boys and Ge 
Royal Black Inettuthon - bul they can face ducuplmary 
acvon tf they take part in pubic parades 


Polhce confirmed fow officers had heen suspended 


from duty while the force's and Jiscuplmary 
branch investigate eae damien 


But Uniomets clamed the suspensions were part of 
a move agatest polmemen who ae memihers of the 
Various ofganisaboms 

(range Order Grandmaster the Rev Marun Smyth. MP 
for south Belfast, sad he was deeply concerned He 


sand There has certainly heen pressure on officers who 
are om the (range Institution for some time. 


Sammy Wilson, a Belfast councillor mm the Rev lan 
Panicy's Democratic Unions Paty, damed RUC 
officers were heang persecuted for “daring to show thew 
cultural and rehgrous allegiance 

He aided “We have the night to know where this writch- 
hunt will stop This decision 1s politcal correctness gone 


mad and hopefully all RUC personal will revolt against 
it 


UK: Defense Bedget To Be Reduced To Fund Tax 
Cuts 


MS) 208091196 London INDEPENDENT in English 
14 Aug pd 


[Report by Cohn Brown ‘Clarke Targets Defence to 
Pund Tat Cots} 


[PRIS Transcrited Test] Kenneth Clarke has set his 
sights on deep cuts on Michael Portillo's 2ihe pounds 
defence budget as part of the spending squeeze to make 
way for tat cuts om the Budget 

The move has caused alarm among semor Tory back. 
henchers who sce ot as a fit of peque Dy the Chancellar 
ower hes failure to Mock a senes of major defence orders 
costeng over Yin pounds Mr Clarke wanted a thorough 
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revece of the defence orders for a Nimrod replacemeni 
a tank-Posting messtic, and a mun crume” mussile for 
the RAF (Rowal Ac Force). Bot be was overruled aftr 
the imervcaten of John Major 


Mr Maye ordered Machacl Hesclune the Prom 
Monster, to settle the row Networr the Treasury and the 
MoD) (Monestry ci Defense], and Mr Porullo was given 
the go-ahead to announce the orders for all three propects 
scouring Ghowsands of pom om the defence industries m 
the run-up to the general clectuon 


But seme Treasury sources have told The Independent 
that Mr Clarke  determned to sage a fight-Dack 
SeptemPher when monsters resume the hard Pargaming 
ower thew Padget for ocul yea 


The Chancellor, whe will char the Cateact EDX 
commettee on puNix capenditure,  koen to reduce 
defence spending on other areas. Tory MPs [members of 
parhament| have already warned Mr Clarke that defence 
has oem Cut te the hone om recent years, and there is no 
morte tat left. They fear that further cuts will result im a 
teducton om Brrtam’s defence capatlity 


The MPs ate planning to press ther demands for 
spending to he protected in a full-scale crfence defate in 
the week the Commons returns after the summer recess 
But Mr Clarke's fmends hebewe that Mr Portillo, as a 
Thatcherite, should Ne expected to follow hes principles 
hy redduceng Pes own Pudget 


Mr Portillo « arguing that be has gone ahead with the 
sale of marned guatters homes, im the tecth of fierce 
opposition from Tory MPs. to give the Treasury has an 
ehiitienal | (hn pounds for tas cuts 


The MoD dened tt was spending millions of pounds of 
tatpayers money upgrading and refurtushing the homes 
hefore they ate sold One report said an internal MoD 
memo tad stated the brakes are off Bur 
4 statement sand apy fepars were within the 
alrcaty alla ated 


The preferred Pedder ivay he chosen this week woth the 
final decrson expected on carly September Four rival 
groups ae if Comenon 


UK: Official Figures Show Low Factory Gate 
Inflation 

MS) 8092906 London INDEPENDENT on Emeliok 
lt!Awg M pit 


[Report hy Magous Grmond = Inflanon a& Lowest Level 
Por a Decade | 


(PRIS Tramscrihed Teat!] The Chancellor of the Ex. 
cheguer. Kenneth Clarke, was vesterday handed further 





mictes! tates afict 
thon om Jely bet ots lowest level for decades 


Officeal figures showed the com of moustry's ree 
materials grew by 22 per cent last month. down 0.1 
per cent on Junc, while the proces charged at the factory 
gate grew by 22 per cont, compared with 2.5 per com 
the Prewous month Stnppung cut volatile tems. defined 
as food, drink, tohacce and petrol, the underlying input 
proce tall was the tuggest for ncarly 10 years, wtule 
the maTease  culpul proces was ie smallest sce 


Morgan Stanie’ cconomst Kevin Gardiner sad 
latest figures were not enough to pustify a further rate 
cut, but they should help Mr Clarke fend off calls from 
the Bank of England for tigher rates for a gould few 
months yet 


He will he Puttressad Py pews today of a slowdown im 
high-street sales on July A survey by the Broth Retail 
Consortium showrg sales growth shipping to an annual 
tate of $4 per cent im July, from 7 per cemt mm June, 
has led te a call for restraint on aby fee im omterest rate 
rises 


Andrew Sentance. chief adviser to BRC describes 
the underlying trend of retail sales as bealthy The 
slowdown should allay fears that consumer spending 
is feetng too strongly Calls for higher interest rates to 
head off mnflavonaly pressures ave premature to say the 
least 


The fall om July output prices was the third successive 
monthly fall, the only string of such dechnes wince the 


series Hegan in 1964 Core output prices dipped by 0! 
percentage pornts on the month to |S per cent 
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(Cermany: Goverament Asks Italy To Extradite 
Former SS (flicer 


AU 14081019 FrankfertMam FRANKFIFURTER 
ALLGEMEINE on German 14 Aug % pl 


[Report by ‘ban Government Apples for Extrad- 


boa | 


(PRIS Translated Test) Bonn, |} August — The Fod- 
cre) Goverament has officially wked Maly to catradic 
tormer SS Officer Prebke. The for catra“tion, 
whch was prepared by the Dortmund Pubic Prosecu- 
tors Office, whech ts response for crimes commutiod 
hy the Nazi regeme abroad, was submutied to the hal- 
tan Foregn Minetry ” German Ambassador Kastrup 
om Monday Sound Yoldhtee pri ~~ of eo = 
Nahan court found By! mony 

murder of 44S Kahan wet ag in fas 

“~ hued banaue tn aliee ah aia te aan 
of bemtahens according to Malan law. As a result of 
Germany's request for extradinon, Prebke is still be- 
mg beld mm italy. Whether haly will comply with the 
German roguest 1s unclear because of the legal witua- 
thom According to the European extradition agreement, 
Prehac would not he extradite! to Germany if bes case 
were taken to the fine! omsiance and therefore not sub- 
xt to appeal. Thal ts @/hat he representatives of the 
vate and the pullin prosecutor, whe want tc lodge 
ah appeal against the ao: wel, hope to acineve 


isermany: Daily Views Transatlantic Ties, US. 
Relations With Asia 


AU 1408101°W FrankfurtMam FRANFFURTER 
U1GEMEINE on German 14 Aug % p 8 


(Commentary hy Richard Wagner All Continents in 
Vee | 

[PRIS Translated Teat) The Americans and the Euro- 
pean ae fot very well disposed toward cach other at 
presen The Buropeans heheve hat US. foreign policy 
1s Currentiy Characterized Py too many unelateral efforts 
There ts no dewm that the sharpness and emotion with 
wheh the law on the sanctions Cwha, tran, and 
Lihva was adopted are cortanl connected with the 
cla ton campagn Yet they also show that the Unned 
States Lakes seriously the meues stepulated in the New 
Tramsatlantx Agenda on December of last year, inchud- 
ing the agamnst mera sonal drug trafficking and 
cto creme, Dut ahowe all the struggle against 
goveroment supported terrariem as the core of a mult- 
Lateral Commutment 


Pertner Aestrelia 


The US Admunistraton has heen trying for a ong ume 
lo pereuade the European alles to ada a common pro- 
cedure toward Iran and Litya Nevertheless. « scems 
mrustified to acuse the Europeans of pursuing a polx y 
{ appeasement for selfish ecomoma reasom Mow. 


GERMANY ? 


ever, on spete of the anuboycot! measures announced by 
the EU and the “sharp protest note by Ge inh EV 
Counc Presdency. a2 assceement of the tough US 
measures a5 cocchon Lalas 6 oppctunc, hecause Os 
keeps oper the opoon of talks on these meues after the 
$ November clecvoms 


In ay event, the wansstlanac Gwharmony does ont 
dice the coxnlewon Chat — ow cm be ical quite 
froguently — security -polsta al Comsader .uoms have heen 
ahandonad wm taver of coonomx and domestix one 
m the Unwed States Thos has Seocome clew the 
US. commuumen m the Aua-Padk tcopon, ad 
pariculatly om the agreement on mulitary ( coperation 
with Australia, whch was wgned recently Ths 
mo deviabon from the dewelogized cconomax a 
polkcy announced in 1993, but 1 represents support for 
this policy Dy ensuring the possiisty of hemg ac to 
proyect mulitary power in the event of a conflict with the 
uapredactahic China 


The cnthustasta asscsement of the U S-Austrahan a)- 
hance by Secretary of State Chrmopher and Defense 
Secretary Perry dunng thew veut to Sidacy, however, 
was only partly shared by ther hosts Prot to the mect- 
ing. during the conference of the Association of South- 
caw Asian Natons (ASEAN) and the suPsoguent mect- 
ing of the foreign-policy Asian Regional Forum (ARP). 
Austvalia stressad that, just like its Asian neighbors. 
Austraha is not willing co support a U.S. policy of m- 
terference of cven contamment in China It does not 
want to put China off as an cconomic partner and pre- 
vem Chinese nationalist forces from receiving a hoost 
through confrontation 


Partucularly under the Labor Government, which was re- 
cently voted out of office, Australas foreign policy was 
mainly directed toward close relations with its Asian 
neighbors The major reason was certainly economac i- 
terests. hut the relations also included security-polrtical 
aspects. Th twarne particularly clea when Australia 


Yar the new liheralconservative Pome Minwer 
Howard Seleves that i 1s also im Austraha’s interest to 
intensify Cooperation with the United States again We 
do not have to decade Networn Asean and Unned 
wm yd ed Sy ed wy he de 

and our geography Rather, Australia’s relavons with 
Asia ata the United States strengthen cach other 
The conenderaMe extension” of jount mancuvers and 
the Cooperation im the instaliahom and the capansor 
of surveniiance and defense systems does not meet 
tes cupectahon Yet Austrahas Defeme Minute 
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McLachlan also stressed that the revival of the Anzus 
Pact concluded in i195! was even welcomed by the 
Asian neighbors. This testifies to the significance that 
is accorded to Asian-Pacific cooperation by the United 
States in the sphere of security policy. 


Australia’s onentation toward Asia, which seemed to 
suggest itself after the end of the Cold War and the 
collapse of the Soviet Union, has y been cor- 
rected, primanly because of China's unpredictability. 
The Korean peninsula, nuclear proliferation, the numer- 
ous unclarified territonal claims by Asian states, con- 
cerning islands in the South Chinese Sea, for instance, 
Taiwan's and Hong Kong's future, as well the inse- 
curt im Indonesia resulung from its domestic poli- 
cies: All these are regional conflict zones that make a 
security-politically balancing U.S. role seem desirable. 
The “soft” mechanisms of the ASEAN states and of the 
ARF, however, might turn out to be insufficient in the 
event of conflicts in the near future 


Germany: Bunde<bank President Views EMU 
Implementation 

AU1308131596 Duesseldorf HANDELSBLATT 
w German 13 Aug 9% p 3l 


[Report by Fritz Kral: “Euro Can Accelerate Integra- 
von” } 


[FBIS Translated Text) Frankfur/Main — According to 
Bundesbank President Hans Tietmeyer, there 1s no doum 
that, in spite of the ‘very senous efforts’ to achieve 
4 siability-oriented monetary integration which is to 

‘ction on a lasting basis, more work is required. In 
as interview for HANDELSBLATT, Tieuneyer stated 
that whereas it is true that the participating countries 
will be free from exchange rate risks after the star 
of European Economic and Monetary Union (EMU), 
wrong developments in economic and financial policies 
would have to be paid by everybody, which would 
weaken the single European currency 


A European currency needs a sound economic basis 
and the same degree of political onentation toward 
stamlity) — this is Tietmeyer's message concerning 
the \)-year-old efforts to achieve European monetary 
imtegrauon Prom the agricultural market with uniform 
prices, which was created in 1964, to the ‘currency 
snake, which was abandoned in 1974, from the new 
heginning in 1978 when the European Monetary System 
was introduced (EMS) to the EMS crises in 1992 and 
1994 — there has always been a lack of convergence 


Following Maastricht, “important years were wasted, 
but astonishing adjustments are now under way. Ti- 
cimeyer stressed. Yet the fact that most of the 15 EU 
slates fulfill the criterion of price stability, that their 
long-term interest rates do not vary greatly, and that 
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their exchange rates have not undergone major changes 
for a long time should not overhastily be interpreted as 
a positive assessment of the EMU by the markets. “All 
these are advance benefits. if a country should stop its 
adjustments, the markets would react quickly, affecung 
exchange rates and interest rate levels 


The Bundesbank president understands the following by 
adjustments: Every individual member state safeguards 
the monetary stability policy -— the future task of the 
European Central Bank — by pursuing a really stability- 
onented financial and economic policy. The financial 
criteria limit the state deficit to 3 percent and the annual 
indetiedncss to 60 percent of the annually produced 
GDP. Highly indebted countries would have to try and 
regain thei ability to act by producing budget surpluses 
and by selling government-owned assets. 


Tietmeyer naturally knows that the commutment to a 
monetary union that is based on German stability tra- 
ditions sull causes some countries to speak of “Ger- 
man stability fanatics.” In his interview for HANDELS- 
BLATT, he pointed out that, in turn, sovereignty over 4 
monetary policy is being given up that would have made 
the German mark an “anchorage currency. “| even go 
further: If one takes a look at other countries, our mone- 
tary policy and our instruments have yielded better eco- 
nomic results and a more balanced banking structure. 
It is in Europe's interest to use elements of the German 
model for EMU. 


Nevertheless, Tictmeyer does not want to declare Ger- 
many the “champion” in view of all these claims to the 
EU. He stressed that Germany will find it difficult to 
achieve the fiscal criteria in 1996 and as far as can be 
predicted in 1997, too. Together with the Netherlands, 
with whom Germany virtually determines the monetary 
course in Europe, has already carried out more large- 
scale adjustments in its fiscal policy while the employ- 
ment level is even rising 


Tietmeyer ventured two forecasts: “If monetary stahil- 
ity is achieved among the member countries and if eco- 
nomic tensions do not arise, the new currency will con- 
siderably boost political integration and the role of the 
EU in relation with other countries. But if the new cur- 
rency is clearly more unstable than the German mark, 
or if considerable economic tension arises between the 
countries, this might have a highly negative impact on 
the further process of European integration 
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Germany: Commentary Views Turkish Prime 
Minister's Visit to Iran 


AU1 308112196 Berlin DIE WELT in German 
13 Aug 96 p4 


{Commentary by Evangelos Antonaros: “Erbakan's 
Long Probation Period” ] 


[FBIS Translated Text} The business deal that Ankara’s 
new Islamist populist Prime Minister Necmettin Er- 
bakan has concluded in Tehran can probably be inter- 
preted in several very different ways. Yet it is quite irrel- 
evant whether it is a business deal, as Erbakan's foreign- 
policy expert Abdullah Guel has emphasized, obviously 
tO prevent a direct conflict with the United States, or 
whether Turkey is making a giant investment in the 
economically hard-pressed muilah empire. No matter if 
and when the 23 billion natural gas deal really becomes 
effective, it is a strong symbol. 


country in the Middle East where radical Islamists have 
managed to bring down a pro-Western secular regime. 
Nobody will dispute Turkey's right to have special 
relations with its highly difficult neighbors in the Middle 
East. One gets the impression that Erbakan wanted 
to demonstrate what an Iranian paper described quite 


vividly: “Turkey is no longer a province of the United 
States.” 


is & master in involved subordinate clauses, 
is a skill that Middle East politicians use to 


reason for concern. Erbakan has repeatedly 
feelers, but he withdraws them immediately whenever 
he meets with resistance. It is, however, quite possible 
that with this behavior he wants to satisfy those who are 
observing him closely. The control mechanisms at home 
and in the West musi not be relaxed; and this does not 
only apply to special foreign-policy incidents. After all, 
Erbakan's long probation period has only just begun. 


z 
Q 
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Germany: Commentary on Visit to Iran by 
Turkey’s Erbakan 

AU! 308103796 Munich SUEDDEUTSCHE ZEITUNG 
in German 13 Aug 96 pl 


through Tehran. The stiff old gentleman had not ap- 
peared so relaxed for a long time. The Turkish prime 
minister could not get enough of his host, State Pres- 
ident Hashemni-Rafsanjani — he embraced him, kissed 
him, or walked hand in hand with him. 


The Iranians were also happy. For Tehran, the visit by 
the Turkish prime minister is a gift from heaven. Only 
a few days after U.S. President Bill Clinton threatened 
to impose sanctions on states and firms that do business 
with Iran, the NATO partner Ankara paid reverence to 
the mullahs — and concluded deals with them. Both 
sides signed an agreement accordin: to which Iran will 
supply natural gas worth $20 billica (30 billion German 
marks) to Turkey for 22 years. 
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fundamental concessions on two major foreign policy is- 
sues. They abandoned their opposition to intensified mil- 
itary Cooperation between Turkey and Israel and agreed 
to an extension of the mandate of “Operation Provide 
Comfort,” according to which the United States, Great 
Britain, and France control the Kurdish protection zone 
in northern Irag from Incirlik air base. Above all, Wash- 
ington appreciated the fact that the mandaic was ex- 
tended by five months this time. Before the Islamists 
came to power, it was extended by only four weeks. 


In spite of all the criticism triggered by Erbakan’s trip, 
there was no outcry in Turkey. Numerous Turks who 
do not support the Islamists ae secretly happy about 
Turkey's efforts to shape an independent foreign policy 
as a regional power. 


Germany: Debt for "96 Already Surpassing *95 
Figures 

AU 1408111796 Munich SUEDDEUTSCHE ZEITUNG 
in German 14 Aug 96 p/ 


[Report by DPA: “New Indebtedness Already at Last 
Year's Level") 


([FBIS Translated Text) Frankfur/Main — The govern- 
ment's new indebtedness in the first seven months of 
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1996 bas reached nearly the same level as that for all 
of 1995. From January to July, the governments’ in- 
debtedness rose 42.8 billion German marks [DM) fol- 
lowing a total indebtedness of DM44.9 for all of last 
year, according to the Bundesbank’s monthly report. In 
July alone, the debts rose DMB billion. For all of 1996, 
the government's budget plan provides for a new net 
indebtedness of DM59.9 billion. For the first half of 
the year, the central bank registered a government net 
borrowing of DM34.8 billion, compared with DMS.4 
billion during the same period last year. But the laender 
and communes also spent too much as of the end of 
June. The Bundesbank announced that the new indebi- 
edness stands at DM9.7 (5.4) billion in the laender and 
at DM3.3 (2.8) in the communes. 
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France: Jupp: Vows EMU Criteria Will Be Met 


BR1408110996 Paris AFP in French 
0943 GMT 14 Aug 96 


{FBIS Translated Text) Pans, 14 Aug (AFP) — Prime 
Minister Alain Juppe expressed his “confidence in the 
possibiliues of the French ec. vnomy™ and his “resolute” 
determination to meet commitments regarding the gov- 
ernment’s budget deficit in an interview to three press 
agencies on Wednesday {14 August). 


The government wants the franc to be stable with regard 
to other strong currencies within the European Monetary 
System so that we can “benefit from the lowest possible 
interest rates,” he said, adding that the fluctuations of 
the French currency are “a tempest in a teapot.” 


The government is determined to “fully” respect its EU 
commitments, and the budget deficit will be down to 3 
percent of GNP in 1997, the prime munister assured. 


In Mr. Juppe's opinion, “there is no deflation but price 
stability in France.” He thus wanted to allay worries 
about France's economy which arose following this 
week's announcement by the INSEE [National Institute 
of Staustics and Economix Surveys) that consumer 
prices had dropped 0.2 to 0.3 percent in July, according 
to a provisional estimate. 


Moreover the prime minister said on Wednesday that 
there was no conflict whatsoever” between the govern- 
ment and the Bank of Prance because ‘they cach have 
their own role to play.” 


[Paris AFP at (856 GMT on 14 August in a similar 
Sword Pars- datelined report adds: “‘The basic 
economic indicators for Prance are good,” the prime 
minister said, stressing that ‘with a foreign trade surplus 
and an inflation rate that is well under control, the 
conditions for lasting stability of our currency are met.’ 
French companies are ‘competitive on the international 
markets 


["‘The government's policy of change is clear and 
consistent: We want the franc to be stable with regard to 
other strong currencies within the European Monetary 
System so that we can benefit from the lowest possible 
interest rates, which 1s a condition to sustain economic 
activity in the long term,’ he said, adding that ‘a policy 
change is out of the question.””] 

France: Juppe Plays Down Fluctuations in Franc 
1D)1408104996 Paris LCI Television in French 

1000 GMT 14 Aug 


[FBIS Translated Text) The prime minister has reacted 
to the difficulties experienced by the franc in the 
last few days. Alain Juppe has shown confidence and 





FRANCE FT 


determination. In a long interview with press agencies, 
Juppe described the recent fluctuations of the franc as a 
storm in a tea cup. The government wants the franc to 
be stabic, he said, and the public deficit will be reduced 
to 3 percent of the GDP in 1997. 


Juppe gave reassurances following the announcement 
that former execunves of Credit Lyonnais could be 
facing legal proceedings. He said thal there was no 
conflict with the Bangue de France. Director Jean- 
Claude Trichet was not involved in this affair, said 
Economy Minister Jean Arthuis. 


France: Turkey-Iran Gas Deal Seen Forcing 
Clinton Into Impasse 


BR1308132996 Paris LA TRIBUNE DESFOSSES 
in French 13 Aug 96 p 20 


[Editorial by Gilles Bridier: “Clinton Challenged” | 


[FBIS Translated Text) Trapped. In the situation created 
by the D'Amato Law providing for an embargo on 
foreign oil investment in Libya and Iran, Bill Clinton 
has been caught out in his own game by his Turkish 
ally, a pillar of NATO in this part of the world. 
The voices of Europe, Japan, Canada, Russia, and 
China had barely died down after condemning the 
unilateral U.S. decision, when Ankara signed a major 
agreement with Tehran. And as if Turkey's Islamist 
Prime Minister Necmettin Erkaban was secking to 
underscore the gauntiet thrown down to Washington, he 
publicly stressed the “cultural and religious affinities” of 
the two countries, even though Washington has accused 
Iran of supporting international terrorism. 


What reaction can the White House give’? The US. 
authorities have already predicted that this agreement 
will fall under the hammer of thew law. Bul what 
about beyond that? By deciding to go ahead with the 
embargo, Bill Clinton sought first and foremost to cut 
the ground out from under the feet of his RepuPlican 
opposition. Bob Dole’s party was preparing to ture the 
psychosis created by the attack now emerging in the 
United States against the outgoing President dunng the 
presidential campaign. Any action against Libya and 
Iran, outlawed by the United States for their links with 
terrorism, provided an answer for Bill Clinton. But by 
reserving the right to judge — on a case-by-case basis 
— the appropriateness of implementing this law, the 
U.S. President also left himself with the possibility of 
never applying it against friendly countries... after the 
elections scheduled for carly November. The speed with 
which the Iranian authorivies — all too happy to thumb 
their nose at Washington — hactened to conclude an 
agreement with their Turkish counterparts has forced 
the U_S. President into an impasse 
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If he does not reply when faced with such an open chal- 
lenge, then the ratification of the D'Amato Law runs 
the risk of turning against him in the domestic politics 
arena. If he responds to the challenge, there is no cer- 
tainty of finding the legiumacy needed internationally to 
apply the embargo. Especially since the Turkish prime 
munister 1s already saying that the conditions governing 
the agreement place him outside the embargo’s scope, 
and he has plenty of arguments to back up his position. 
Ankara sure is a funny ally’ 


France: Risks of NATO Eastward Expansion 
Assessed 


BR1208142396 Paris LE MONDE in French 
12 Aug % pp, 8 


[Article by Daniel Vernet] 


(FBIS Translated Text] It is like slicing a sword through 
water or ulting at windmulls: That is how General Lebed 
describes the plans for the enlargement of NATO. He 
recently told the FINANCIAL TIMES that the West is 
punching its fat fists into the air,” but if it wants to 
spend money and expend energy on nothing then it can, 
for what good it will do. There is nothing new about 
such a statement from this particular general, but coming 
as it now does from the secretary of the presidenual 
security council it may be interpreted as a relaxing of 
the Kremlin's stance which has so far been opposed to 


this plan, or at least as a more intelligent presentation 
of the rejection of enlargement. 


It ts true that the integravion of the former Soviet satellite 
countries of Central and Eastern Europe into Western 
security structures does pose a number of problems for 
the United States and its allies to the extent that certain 
experts are now wondering whether, if they look for 
greater stability in Europe, they are not, on the contrary, 
risking upping the balance that has been achieved since 
the start of the 1990's. A leading Eastern Europe expert, 
Michael Mandelbaum, has recently published a book in 
the United States in which he takes a stand against the 
expansion of NATO. Guaranteeing the security of the 
new democracies in Central Europe? But, their security 
has never been more assured, he explains in substance. 
The Warsaw Pact hes been dissolved; the Russian Army 
has pulled out peaceably; the countries of Central and 
Eastern Europe have assumed associate status with the 
EU and now participate in NATO's partnership for 
peace, their security is not being called into question by 
anyone, and Russia is too weak to constitute any kind 
of threat and will remain so for a long time to come. 


These arguments may have a degree of truth to them, 
but they are coming far too late to change a decision 
of principle made three years ago by Washington and 
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raufied by the Europeans. To give up now would be to 
recognize a kind of mght of veto for the Russians over 
the decisions of the Auanuc alliance. What is more, 
with the U.S. presidential clection now loomung large, 
no candidate can afford to give up the “ethnic vote" 
and alienate himself from the support of those voters 
with their roots in Poland, Lithuania, cic. by closing the 
door of the Western organization. The Republican Bob 
Dole has gone so far as to propose a law obliging the 
U.S. Administration to enlarge NATO within a specific 
ume limit which led to much shrugging of the shoulders 
even among the Republican foreign policy experts in the 
face of such amateurism. Nevertheless, something of a 
consensus exists in NATO that 1996 should be the year 
of reforms and 1997 should be the year of enlargement 


The real problems will begin when the list of the lucky 
candidates is drawn up, or at leasi the first batch of 
countnes. It will not be those countries that are selected 
that will pose the problems since we already know 
which ones they will be: Poland, Hungary, the Czech 
Republic, and possibly Slovenia, unless the precedent 
of allowing one of the former Yugoslav republics in is 
considered unwise. The problems will come from those 
countries that are not selected to join NATO. 


There are many and varied reasons for this, ranging 
from the lack of democratic maturity to the proximity 
(geographical or historical) to Russia, which would 
make their membership of NATO appear to be a real 
provocation vis-a-vis Moscow. 


However, if NATO is supposed to bring greater security 
for its members, does that mean that those countries 
of Central and Eastern Europe that are !eft out of the 
equation, even temporanly, will be labeled as being a 
zone of lesser security, or even be assigned to some 
extent to the big Russian brother since the West will 
have, more or jess, by this discriminatory enlargement, 
indicated that its solidarity does not necessarily extend 
to those nations? First and foremost in this category we 
might think of the Baluc states which everyone agrees 
are both the most vulnerable to Russian pressure and the 
least acceptable new NATO members in the Kremlin's 


eyes. 


EU Membership 


To overcome this paradox, Ronald Asmus, a researcher 
with the Rand Corporation, has suggested that the 
security of the Baluc states could be provided by 
the EU — a political and economic organization, but 
barely a military one — rather than by NATO. Rapid 
membership of the EU for the Baltic states would not be 
viewed as provocative by the Russians, and yet it would 
be a sign that these people do belong to the Western 
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world and i would guarantee them stamility and security 
if you agree that there is a certain solidanty, beyond 
purely economic interests, that binds the members of 
the EU. 


This reasoning is based on the complementarity of 
the EU and NATO. In this scenario European security 
would be provided by the meshing together of a number 
of different networks. This type of design would, 
however, run into a sumber of obstacles. The two 
instituuons — NATO and the EU — are not at all 
similar in natuve and, at the end of the day, European 
security depends on the Atlantic organization since even 
the least NATO-onented country would agree today that 
the “European defense identity, if ever i were to sce 
the light of day could only ever come about within the 
NATO structure 


U.S. Ambassador to NATO Richard Hunter repeated at 
a fecent forum of the Center for European Policy Stud- 
ies (CEPS] in Lichtenstein that ‘there must be no link- 
age between the enlargement of NATO and the enlarge- 
ment of the EU Nevertheless, the security guarantees 
contained within the Western European Union [WEU] 
treaty (and the WEU ts supposed to be the armed wing 
of the EU) would have no meaning without the assur- 
ance provided by NATO and, therefore, by the United 
States. 


What is more, the idea of a certain complementanty 
between an organization with a military vocation and 
another that is essenually economic does not take into 
account the fact — and this was also stressed at the 
CEPS forum — that the more important countries from 
a security point of view do not meet the EU membership 
criteria, whereas those that are the more advanced 
economically are not necessarily the most strategically 
sensitive. 


The Baltic Question 


Finally, the limits of this complementanty become 
especially clear when you look at the list of those 
countries hest placed to join the NATO and the EU. The 
Visegrad group of nations are on both lists — Poland, 
the Crech Repubix, and Hungary, minus Slovakia 
which Chancellor Kohi has just officially rebuffed — 
and Slovema will doubWess join them too. The question 
of the Baltic states remains, however Where Bulgana 
and Romania are concerned, while they are both EU 
associate members, they have to slip through all the 
nets. The verdict would not he stated in such brutal 
terms and, for the EU, negotiations will begin at the 
same ume with all its associates — if ts only ther rate 
and conclusions that will vary For NATO). after the first 
new members ae taken onboard, the door will remain 
open without other details of dates being specified Such 
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wtuitices will in no way Change the reality of a Central 
Europe that is itself running on a mulu-speed basis. 


Since, at the same Ume, strategic agreements will be 
struck between Russia and Ukraine, neither of which 
awe likely to jom either the EU or NATO in the 
medium term, the question of the status of the counties 
of Ceatral Europe, condemned to wait in the wings 
for some me to come, will constitute a particularly 
pointed issuc. While will be a delicate and costly 
operation t ring those Countnes that have best scized 
the opportunities of post-Communism into the Western 
structures, it may well prove even harder to manage the 
Process of non-integrabon 


France: Defense Budget for "97 Complies With 
Military Planning Law 

BROSOS140296 Panis LES ECHOS in French 

S Aug 4% p2 


[FBIS Translated Text) Yesterday the Defense Ministry 
had no comment to make on the “ceiling letter” from 
the prime munister’s office because the announced 
budgetary envelope was as expected. It will correspond 
to the first year’s share under the 1997-2002 military 
planning law adopted last June, or a total of 185 billion 
constant 1995 francs [Fr] (Pr99 billion for operational 
credits and Fr86 billion for credits for equipment). A 
sum like this one is not far removed from the 1995 
budget (which had taken some clear blows) and slightly 
higher than the budget planned for 1996. 


However, overall, compared with the Leotard plan, 
which covered the period 1995-2000, the aim is to 
achieve a saving of Frl00 billion on equipment over a 
six-year period (spending PrS16 billion as against Pr630 
billion). Admittedly, the situation changed radically this 
year, with the French president announcing a profound 
reform of Prance’s defense policy. The 1997 budget 
is the first to implement the professionahzation of the 
Army, which will result in 24-percent staff cuts by 2002. 
We will have to wait and see how the details of this 
budget look. In any case, the envelope of Pri 8S billion 
will theoretically no longer be burdened down by dual- 
purpose research and will not have to bear the weight 
of any injections of fresh capital into companies in the 
defense industry 


France: Ruma of Central Bank-~;overnment 
Dispute Weakening Franc 

BRII08 144496 Paris AFP in French 

1680 GMT 12 Aug % 


[FBIS Translated Text) Pans, 12 Aug (APP) — The 
French franc has fallen since Monday, while foreign 
investors once again fear social conflicts, have doubts 
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about the government's ability to :’2y the course of 
budget stringency, and are wormed that the Bank of 
France governor may be discredited. 


Last week, the franc fell more than three cenumes. On 


Monday, it fell again to 3.4250 against the German 
mark, compared to 2.4210 on Friday [9 August]. 


The rumors that President Jacques Chirac and the 
government are dissatisfied with the strong franc policy 
conducted by [Bank of France] Governor Jean-Claude 
Trichet and are trying to destabilize him by their 
application to take legal acuon against former directors 
of Creda Lyonnais continued to weaken the franc 
on Monday, Philippe Peretmere of the management 
company MPE Tresorene said. 


The lack of comments from politcal officials on diver- 
gences between Mr. Trichet and the government did not 
help reassure the markets, which fear that the govern- 
ment’s policy on Europe will be called into question. 


Michel Sapin, former socialist economy munister and 
former member of the Bank of France's Monctary 
Policy Council, sent a warning on Saturday [10 August), 
saying that any “debate or contradictions” between the 
government and Bank of France would be “highly 
prejudicial to Prance’s interest.” 


“One consequences of the franc’s fall is a mse in shori- 
term rates, something the government wants to avoid 
$0 aS NOt to Compromise growth, one Monetary source 
said. On Monday, the three- month rates rose to 4.06 


percent, compared to 3.80 percent last week. 
Depressed Economy 


According to economists, in addition to these concerns 
there are doulMs about the government's ability to honor 
its commitments and cut public deficits to 4 percent of 
GDP in 1996 while growth is slack. 
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The government drafted its 1996 budget on the basis of 
2.8- percent growth, downwardly revised to 1.3 percent 
— meaning lower tax receipts. 


In 1996 the deficit should be around 4.5 to 4.7 percent 
of GDP, and in 1997 i will exceed the 3 percent 
required by the Maastricht Treaty, Herve Goulletquer, 
an cconomist at the Caisse Centrale des Bangues 
Populares, said. He reticrated that Germany has a better 
chance of achieving these criteria. 


The markets now think that “the France risk is Mgger 
than the Germany msk,” which weakens confidence in 
the franc, the cconomust said. 


The pessimism is even greater since there ts no sign thal 
the French economy is improving, Alain Bellet of the 
French Foreign Trade Bank said. 


Unemployment is up, houschold morale is sul! low, 
and the price fall in July (from 0.2 to 0.3 percent) 
announced on Monday means that demand 1s slack and 
that the pressure of international competition on the 


French economy is strong. 


In addition, according to Mr. Goulletquer, investors 
know that in France, in contrast to Germany, there 
is a lack of social consensus and they fear post- 
vacation social conflicts aimed at the government's 


budget stringency measures. 


The majonty of French trade unions took a very dim 
view of the announced cut of 6,500 to 7,000 civil servant 
jobs and raised the threat of post-vacation social action, 
even though they have noi mentioned the ‘stnke word. 


In this Context, rumors are reguia’iy making the rounds 
of trading rooms about the resignations of ministers or 
Prime Minister Alain Juppe, according to dealers. 
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Italy: Finance Minister Visco Views EMU, 1997 
Finance Bill 

BRI4081 15896 Rome L°UNITA on Itahan 14 Aug 
p2 


(Interview with Itahan Finance Minister Vinceazo Visco 
by Antonio Polho Salumbem, place and date not given) 


(FBIS Translated Excerpt) [passage omutied) (Salm- 
beni} So. us Maly really in danger of finding itself in 
the mudst of a recession of ts this pust the same old Ital- 
ian love of catastroptuc forecasts’ 


[Visco] We must call a rose a rose: Family consumption 
is not showing flat on the scanner, i is Hot growing 
much put a ts not fat. Does tus make the difference or 
does « not’ There 1s more. Last year was a boom year in 
many areas throughout the country while today exports 
are down but they are not down to emergency level, 
despite the rise in the lira’s value. One thing is clear: The 
growth trend ts being basically held back by an clement 
of msecurity in famubes and businesses which are in 
transition from a world where inflavon grew to a world 
without inflaion That is why expectations concerning 
returns on financial investments are changing; there is 
greater prudence around. | Lank it is mght to call the 
situation in Italy a “situation of adjustment” with at least 
three basic tenets: |. If inflation drops, that means that 
farmilies’ real incomes rise, thus increasing the chances 
of a recovery in terms of consumption, 2. If investments 
can he boosted also through the use of the EU funds 
availabic, this will soon impact on the employment 
situation and, therefore, also on consumption without 
any negative effect on public accounts of on imports; 
4. Public accounts ave continuing to recover at a raic 
compauhe with the economic cycle, without rushing 
ahead, since that could turn out to be a boomerang 
for econom growth. Finally, | should add that a 
country's growth rate depends only parually on national 
economic pohcies. If the whole of Europe tghtens 
its Kelt semultancously and continues with austerity 
policies, that only leaves the United States and Japan 
to export to. Let us not kid ourselves that we have any 
degree of freedom as an individual nation 


[Salombheni} We are still un the realra of hypotheses, the 
game is sull very much open. Italy, like Prance and 
Germany, is feeling the pinch of austerity policies con- 
ducted in the name of Maastricht, and public accounts 
are Neing set Pack on the rails, Dut recovery is not tak- 
ing off What i wrong’ 


| Visco] There is every premise for the wheels to stan 
turning The US economy is in good health, Asian 
cconomes ae in good health. and that means more 
exports for Germany Historically, the German model is 


aE 
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take 
¢ shall see how strong ths kick-statt is 
how long « lasts. Two will affect laly 
onsumpuon, and one from abroad 
be strengthened by the advantages achieved 
monetary union. Just to give you an ica 
outside Europe means, | would pount 
goverament’s ncomolavonsm, 
the " confidence im ltahan 
in the lira, cost the taxpayer something in 
of $0-60 willion lire [L}. 


{Salimbeni}] So Maastricht is an opportunity, not a 
tnbute to be paid in exchange for growth’ 


[Visco] Monetary union is an unavoidable step. Our 
wager is clear cutting inflauon to German levels, 
putting the lira back in the EMS [European Monctary 
System), and cutting interest rates even further. Al that 
point budget policy can be relaxed. On the top of 
Maastricht: It is not impossible that quicker progress 
will be made down the path to monetary union if 
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no short cuts. The problem is that people are in difficulty 
virtually throughout Burope today because of a pernoad 
of slow economic growth. That is what makes it difficult 
to comply with the economic parameters laid down in 
Maastricht within the planned schedule Prom one pornt 
of view, Italy is better off than many other countries 
If we succeed in holding on to our primary surplus, we 
will be perfectly in line where our economic accounts 
are concerned, except for the difference in our interes! 
rate levels. 


{Salimheni} That should make it casier for Italy to 


z 
j 
z 
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pot is a lira 
German mark exchange rate below the 900 mark 


[Visco] We shall see. Besides. if the lira were to 
devalue, would thai not simply make things worse for 
the Prench and for the other countries’ | would like 
to make just one remark concerning the validity of 
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forecasts: Curreat ccomoma dynatmcs and the high 
level of giohal integration make 1 impossible to know 
what will happen in advance the situation 1s constantly 
fluctuating What ws unacepatic us thal people 
italy should moan about the poverament’s decisions on 
the grounds thal they are ocither sufficicatly stringent 
nor likely to get Htaly into Europe m 1999, while 
at the same ume they call for capanmonmstic policies 
for development. Picasc, a litle comsustency. The way 
things ac in Maly, rusheng abcad today with the am of 
achieving the famous +-percent puMix deh>VGDP rauo 
would be tantamount to ttopung for a muracle while 
preparing for susie 


{Salhmbeini}] Two weeks trom now the countdown for 
the 1997 Finance Bil! starts. You have to come up with 
some L424 tilhon Are you preparing surprises: a hike 
in the price of unleaded gasoline, an increase in IRPEF 
[personal income tax) via an additional regional tax, 
deductiility of bealth Contributions 


[Visco] Rubhish No proyect has Doen agreed on yet 
We ate evaluating a series of hypotheses under general 
guidelines lad down when the government was formed 
no tatation move which mught have am impact on 
inflanon As for IRPEF. we are jooking at the possitlity 
of giving regional authorives not only the new tax but 
also a single tax on moome so thal revenue stays al 
current levels and so that families’ mmoomes remain 
substantially unchanged One of the hypotheses 1s that 
of an additional IRPEF. an old wea contamed in Gallo's 
and Fantozzi's white paper. (Of course, the revenue lost 
through making health contributions tax-deductie will 
have to be recovered without there herng any hidden 
merease in revenue It IRPEF is tampered with at all, 
and for the moment this ws only a hypothesis, « will 
be to the advantage of families. As for the difficulues 
of the 1997 Pinance Bill, well, the July Dudget was a 
muni -Pudget 


Italy: Commentary Says U.S. ‘Will Never Accept’ 
Euro Currency 

BRIG080 75596 Rome Il MESSAGGERO in Italian 
1} Auge pid 


(Commentary hy Giane: Mazzolent) 


(FBIS Translated Text) The cries of the Prench franc 
which is dragging the lira and other European currencies 
down with it, the recovery of the German mark which 
Germany was far from hoping to see, the weakness of 
the US. dolla which no coonomic indicators justify, 
and the restlessness Cutting actos European financial 
and political curcles’ The markets ac pHeginning to 
realize the real stakes Merng played across the Atlantic, 
stakes notxty dares talk about openly, namely the 





PRIS-WEL -96-158 
14 August 1996 


Euro, the single European currency. The clash Dctween 
Europe and the United Statics duc to the Americans 
arrogance in cxpecung Europeans to bow to them laws 
i matiers of terronsm and of assets confixcaied 
Cuba some 10 years ago ts obviously 4 pretext, and 
4 pretty unsophisucated one at that. America cannot 
openly acknowledge the real reason Dehund the clash 
with Europe since world pubic opimon would consider 
it unacceptaMic and cxtremely senmous intericrence in 
European affairs. Yet what the United States will sever 
accept without fighung to the hit — as predicted by 
THE WALL STREET JOURNAL back tm the spring 
of 1995 — is a single European currency Silence over 
the truc reason for the clash 1s absolute hecause Europe 
itself fears a flasco 


On paper the Euro is the only currency capatic of 
disputing the dollar's role as the international reserve 
currency, a source of immense power and immeasur adic 
economuc and financial advantages. For as long as the 
dollar ts accepted everywhere in payment! for just abou" 
anything, and for as long as central banks we prepared 
to hang on to unlimited of greenhacks in their 
reserves, thus financing the US. deficu, US polmtical 
and economic control over the world will be sate So 
the Euro is in danger of disturting a siccping dog's 
slumber, and that dog is both vichous and shrewd 
America is well aware of how to wee the dolla as a 
lethal strategic weapon, as destabilizing when i goes 
up in value as when ut drops, As overvalued dollar in 
the carly eighties gave the USSR the final push In 19s. 
9S an undervalued dollar floored Japan when it showed 
signs of reluctance to agree to the trade terms the United 
States hiked 


Just under a month ago, mudway through July, the dollar 
suddenly collapsed without any good reason, indeed 
amid many capectations that « would gain in value 
That was a message” to Chancellor Kohl and the 
Bundesbank: If they were counung on a strong dolla 
to make it caster to export German pouds to the United 
States, and thus to help Germany's lame economy, 
they could forget it. But if the recession continues in 
Germany, Bona — and Paris along with it — may not 
succeed in mocting the Maastricht parameters (4 budget 
deficut no higher than 3 percent of GDP) for the single 
currency. That would scuttle the Euro hetfore it was even 
born, an unprecedented failure for Germany. Prance, and 
the whole of Europe. 


The markets consider the Euro less compeutve than the 
mark because the German currency 's solidity would he 
watered down by merging with leas nobic currencies 
If the Buro fails (even postponement is failure) the mark 
would gain by it and he strengthened since 1 would he 
fated to stay independent. That is what 1s happening 
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it has been understood that the Euro ts taking on water 
and the markets have seized the opportunity to anucipate 
events and make moncy out of the fact. 


With a stronger mark, the risk that Germany and France 
may fail to meet the Maastricht parameters increases. 
In Pans the crisis of the franc, crushed by the mak. 
has aroused Chirac’s wrath against his government and 
against the Bank of France. The machiavellian ability 
of the cathke dollar is having a field day with this spiral 
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of squabdling pigeons. By mumbling Uungs about Cuba. 


dollar, and Europe did not manage to see it coming 
And there 1s still a year to go before this story ends. 
before our date with the Euro. 
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Portugal Expecting Membership in UN 
Desarmameat ( onfereace 


BR] 308140086 Lisbon DIARIO DE NOTICIAS 
im Portuguese 12 Aug 9 p7 


(FBIS Translated Excerpt) Portugal is jouning the group 
of 13 countnes which are candidates for full member- 
shup in the UN Disarmament Conference. i may even 
be admutied tus year. Al present our country has ob- 
server status im the conference. 


According to the LUSA press agency, Portuguese For- 
cign Minister Jame Gama may travel to Geneva — 
where the current working sessions are taking place — 
tO give a speech to the plenary session of the confer- 
ence 


In addhuon to Portugal's membership. the Disarmament 
Conference — the only major forum for international 
negouavon on these matters — could also admut Ireland. 
Greece, Denmark, Croatia. Macedonia, Slovenia, the 
Crech Republic, Tunisia, Kowait, Costa Rica, Equador, 
ad Malaysia. 


According w a diplomatic source quoted by LUSA, a 
decision on enlargement must be made during the 1996 
session, Meaning thal the candhbdate countnes. inchuding 
Portugal, will already be able to take part in the work of 
next year's session as full members [passage omutied) 


Portugal, Spain To Set Up Mediterranean Lobby 
Withia EU 

BR/ 308135996 Lisbon DIARIO DE NOTICIAS 

in Portuguese 12 Aug % 


[Report by Eva Cabral — received via Internet} 


(FBIS Translated Excerpt) Spain ond Portugal have 
decided to set up a lobby to defend Mediterranean crops. 
and they wish to attract Italy, Greece, and Prance to their 
sade 


The traditional rivaines between the two Iberian coun- 
tries seem, af least in the agricultural sector, to have 
been finally buned in the museum of history. 


[Agriculture Minister} Gomes de Silva and Spanish 


The lobby of the countries with Mediterranean crops. 
whose embryo emerged in Portugal during the muinis- 
ters recent visit to Lisbon, will have to he strong enough 
to Win Over, in the short term, Italy, Greece, and. to some 
extem. even Prance. which has interests in various kinds 


of crops. 


report may comtaan 
“ Hhouw 
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to contunue with the task of modernizing olive groves ~ 


In Loyola Lersundi's opinion, “it 1s vital that the Iberian 
countries succeed in preserving the system of support 
for production, since support for the tee would entail 
“grave social, cconomuc, and even 


consequences. [quotavion marks as pushed) 


The Spanish minister pointed out that in many areas 
of the two Therian countries, ‘olive oi! production is 
the boundary between the desert and the habutable rural 
world.” Moreover, olive oi! is a product in which the 
two countries are compeuuve 


The concerns about Moditerrancan crops are not con- 
fined to olive oil. 


With respect to the CMO for wine, we are in favor 
of everything being left as it 6. the Spanish minister 
Stated, stressing that the changes of which there is talk 
would be very detrimental to Portugal's and Spain's 
interests. 


With respect to bananas, another crop in which the two 
countnes have an interest the archipelagoes — 
Madeira and the Canary Isiands — Loyola Lersundi sad 
she is fully in agreement with the fact that Portugal feels 
a need to assist the Madeiran producers. 


However, she emphasized that the two countries ‘should 
take many things into account and organize balanced 
support for bananas 
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Let @ be recalled that Portugal. Span. and France have 
& grave probiem im tus wea mance there is 4 complaint 
to GATT im which those countries are accused of 
obstructng free trade in bananas. 


| oyola Lersund: sad she hopes that im these procesd- 
ih, &* aguments of the counties involved “eill man- 
age Ww 5 .cvail woth respect to the GATT proceedings ~ 
YaMsage omitted} 


Le ."s Lereund: and Gomes da Silva also aticulated 
stra. "4 ts im the fisheries sector. “We have a large fish- 
7g | ext, end we ae countries with a scafaring vocation. 
__ «° ¥ for geographical reasons.” “We view with concern 
«© «€ restrictons which ae being implemented, cer- 
wsaly what happened with turbot catches off Canada” 
the munister stated. 


“To dat effect.” she stated, “we must defend the 
freedom of the seas, as well as ravonal exploration of 
resources.” That 1s, if is necessary “to take into account 
the fish stocks’ capacity for regeneration” 

This is a defense which, in her opinion, involves the 
concerted efforts “of all the countries which have fleets,” 


of the 
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and accepts thal there are places “where the appearance 
of flags of comwemence Causes greal concern” 


According to the minister, these are often “ shup: belong- 


predators of the seas To that effect, Loyola Lersundi 
said thal it is necessary to Wy to ensure that there is 


a lobby in defense of Mednerranean products mater 
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hoped that Holhrooke will bring about more long-term 
solutons im his new role, but (hus time looks lke a 


will have to happen more informally — without 
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Prom the Balkans to the Baltics’ The regions cannot 
he compared as far as acule crists is 
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Sweden: Doubts About EM (rowing Among 
Kikhwaag Depetes 

BRISOR 14M Socthoim ()AGENS NYHETER 
on Swedish & Aug W pA? 


[Report by Mats Caribom] 


‘PRIS Tramiated Teat) Goran Persson’s critical state- 
mens on EMU (Ecomomax and Monctary Union} have 
gives opponents of — = wind wm thew 
sails. Several of the pro-EU Democratic Riks- 
dag dcpenes that DAGENS NYHETER talked to we 
a toward a no to EMU And there ee abo 


is supposed to give the enure EV area a comnmmon central 
hank afd a Common currency — the curo 


All he partes om the Riksdag. cacept for the Sacul 
Demecrats, have already made a decimon 


The Moderates and the Literals say yes to EMU 


The Center Party. the Christian Democrats. the Left 
Party, and the Green Ecology Paty say no 


However among the Moderates one Roksdag deputy has 
retelied agenst the party ime. Marg Gennecr from 
Malmo has declared that she will say no to EMU 


This gives 4 situatiom taday where 105 deputies say 
ves and 74 50 The way Social Democrat Rikwlag 
metehets wote 1s therefore decisive And today they are 
divided on the meue 
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My wew cs Ghat ComederaMy more Sucual Democrapec 
Riksdag members are aguest EMU than were agunst 
EU membersiup. sand Bengt4 va Ryetta, who is prob- 
ably the most outspoken EMU opponcet ws the Sacul 
Dematatx group 


Critical Book 


He hopes that ewen Finance Momester Erk Astrink will 
begin to waver 

He has torrowed my Connolly hook, Bengida 
Rytta sad. referrmg © Brush cconomst Bernard 
Connolly, who was fired by the EL Commuson for his 
oppowton to EMU. “1 dunk thes will have ap effect” 


The beginnings of crmpcuwm of EMU ts also sotceable 
among Moderates Negative Commentanes are hecom- 


ing more and more Common on the edstonal of 
ary ty SVENSKA . BO- 
RAS NYA WERMLANDS.TIDNINGEN, 


and SMALANDSPUOSTEN have «! taken « 

of want-and-sce attstude toward Mmoncury union 
NORDVASTRA SKANES TIDNING © pursuing a 
purely anv-EMU campagn 

As mentioned abowe, Magn Gennect s so far the only 
Moder ate to openly say no. But she 
told DAGENS that she bas sence received 
positive Comments from upw atds of 20 party 

m the Riksdag. who have sand thet ‘there is 

m her crivceem 

Nils Predrik Aureleus (Modterate Coalmon Party) also 
says that debate om the Rikedag group m lwely He os 
humecif an EMU supporter. but he spoke of the grea 
wurnes he Meets among poopie 


| have COmveTsatioms WIth Voters in my electoral drstrict 
who Neleve that thew tromer «ay will \eoome 
worthiess if we porn EMU. be sad is Very much 
a question of educating ihe pula 


During De summer a lively dehate on monetary umon 
has been conducted on the Moderate Coahvon Party's 
s0<alled BBS page on the Internet (im the form of am 
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2 SWEDEN 14 August 1996 
“As long as we have politicians who take my money _ the agenda. Bul Bank of Sweden chief Urban Backstrom 
for municipal loans in Norrland or = opened up the possibility of a different interpretation by 


BR1 308110596 Stockholm SVENSKA DAGBLADET 
(NARINGSLIV section) in Swedish 7 Aug 96 p I 


{Report by Mikael Johansson) 


(FBIS Translated Text) Sweden, Finland, and Italy 
will soon be ready to join the EU's exchange rate 
cooperauon, ERM [Exchange Rate Mechanism). The 
currency markets are convinced of this. 

level 


Since April the krona has also parked itself at the 

in relation to the European currencies which the Bank of 
Sweden set as a reasonable equilibrium value, and which 
Se es SS Se See tee CS Cpe Be 
the Swedish economy in the long term. 


The government's “desired level” is that the ecu index, 
which reflects the krona’s value in relation to a basket of 
EU currencies, should stand at 114. This is precisely the 
level on Tuesday. And the index has fluctuated between 
112 and 115.75 for four months. (The higher the index 
the weaker the krona. Today's 114 means that the EU 
currencies have risen by | t against the krona 
since it started floating in November 1992). 


Stable Currencies 

The Swedish krona, the Finnish mark, and the 
lu. have all been strikingly stable for three or 
in a row. This during a peri | 

characterized by quite strong shifts among the major 
world currencies: the dollar, the German mark and 
yen 


the 
Kt was im April-May that speculation an on the 
internauonal financial markets that Italy, and 
Sweden would later in the year apply for admission 


regulates how much member currencies can 
in relation to vach other. 


that a stable is one of ve economic re- 
quirements for in the EU's planned mone- 
lary union 


saying for the first time in a speech in Visby on |! April 
that fundamental currency stability “might need to be 
confirmed by participation in exchange rate cooperauon 
for a period before admission (to EMU) can take place.” 


Before the summer heavyweight Swedish bank econo- 
mists forecast that the krona would enter the ERM either 
as carly as the summer or in the fall at the latest. 


The EP 'M debate was just as heated in Finland and Italy. 
In Finland the central bank chief expressly stated thal 
ERM entry would be opportune in the fall. 


The Italian authorities went further than thal, not in 
setting a datc, but in setting a target band for the lira. 
Kang AA led 
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Cyprus: Denktas Calls For immediate Talks With 
Kliridh ts 


NC1308182396 Nicosia CYPRUS MAIL in English 
13 Aug 9 pp 1,3 


[Report by Martin Hellicar} 


[PBIS Transcribed Text} C leader Rauf Denktas 
has called for immediate with President Glavkos 
Kliridhis following Sunday's {11 August] buffer-zone 
clashes in which one Greek Cypriot was killed and 
dozens injured. 


Denktas said there was now “more need than ever” for 
talks. “I am ready to meet immediaicly. But Klindhis 
may use the incidents as an excuse (not to mect),” 
Denktas told the CYPRUS MAIL yesterday. 


He said blame for the incidents lay squarely at the 
feet of the Greek Cypriot bikers who organized the 
demonstration and the Greek Cypriot authoriues. 


“lt was regretiable: ut could and should have been 
ey nee ye 


“The ‘ncident was started by the Greek Cypriot side. 
It would not have happened if there had been no wild 
demonstration and, naturally, the threats, for months, 
that the bikers’ objective was Kyrenia,” he said. 


“We had to take precautions,” Denktas said. 


He said he believed the Turkish Cypriot ‘police’ and 
Turkish Army had behaved in an “exemplary manner” 
during the clashes. 


"1 congratulated them yesterday,” he said. 


Turkish Cypriot ‘police’ were seen throwing stones at 
Greek Cypriot demonstrators during the clashes. 


Denktas dic not deny this. “If you are being stoned 
then what do you do? It was a question of necessity. 
Their instructions were to keep cool and not to enter 
into conflict unless in danger themselves.” 


He added that three ‘policemen’ were among the 15 
Turkish Cypriots injured. 


Denktas said an investigation into the behavior of 
Turkish Cypriot ‘police’ at the demonstrations would 
be carried out but he denied they had been involved in 
the killing of 24-year-old Tasos Isaak. 


CYPRUS 23 


claimed. The UN has yet to release its report on the 
murder of Isaac. 


“My sympathies go to the family of the victim,” Denktas 
said. 

He said action would be taken against Turkish Cypriot 
civilians found to have been involved in violeace. But 
he said the severity of punitive acuon would depend on 
how demonstrators in the free areas were dealt with. 
“Our actions will be affected by how the other side deals 
with demonstrators, by how many of the agitators are 
punished for inciting. has to be give and take on 
the issue. Those responsible will be punished but not 
severely. TEED WS SIGNS CNRNNTENES. 

The Turkish 
police and 
demonstrators back: “The Greek police 
demonstrators from arriving, and the UN were looking 
on and did nothing,” he said. 

He said he had personally intervened \o get Turkish 
Cypriot ‘police’ to stop busloads of demonstrators 
travelling to Dherinia, where the clashes were fiercest, 
from other parts of occupied Cyprus. 


The arrival of hundreds of Turkish Cypriots at the 
demonstration was a “spontaneous” reaction to “provo- 
a from the Greek Cypriot demonstrators, Denktas 
claimed. 


He admired that Turkish Cypriot civilians had been seen 
with handguns during the clashes. 

Denktas said 150 Grey Wolves did arrive to join the 
protests but were placated after his personal interven- 
tion. 

There were reports in the days leading up to the 
incidents that 2,500 Grey Wolves were planning to 
arrive from Turkey, but these were not taken seriously 
by the occupation regime. 

“We did not believe they were arriving and customs 


reported no-one with motorbikes coming in. How can 
you prevent civilians coming in?” Denktas said. 


According to Turkish Cypriot press reports, Grey Wolf 
gangs were responsible for the killing of Isaak. 
“Police demonstrated extensive tolerance and turned a 
blind eye to militants carrying iron clubs, bars, stones 
and chains as well as firearms entering the buffer zone, 
thus helping the escalation of events on the border,” 
YENI DUZEN reported yesterday. 

“In Dherinia, when Greek Cypriot youth Anastasios 
(Tasos) Isaak tried to run away from the incidents and 
was trapped by the border wires, he was lynched by a 
group of idealists armed with iron clubs and bars,” the 
report said. 
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Turkey: Yilmaz ‘Seriously Concerned’ About 
Erbekan Foreign Policy 

TA! 308192096 Ankara TRT Television Network 
in Turkish 1700 GMT 13 Aug 96 


(FBIS Translated Excerpt} Motherland Pany [ANAP] 
leader Mesut Yilmaz has said that Turkish foreign 
policy is being dragged into an adventure under Pnme 
Minister Necmettuin Erhakan 


Speaking after his party's Chairmanship Council meet- 
ing, Yilmaz said that dunng his Iranian visit, Erbakan 
made certain statements that were incompatible with 
Turkish foreign policy traditions and the established un- 
Gersianding of the state. He said that there are docu- 
ments in state wchives showing that the PKK [Workers 
Pasty of Kurdistan], the separatist terror organization, is 


supported by Iran and Syria. 


[Begin Yilmaz recording) These countries were in- 
formed about these documents through official chan- 
nels during my term as prime minister and before that 
as weil. Despite that, these countries, unfortunately, did 
not renounce their support for these bandits who caused 
the death of some 20,000 of our citizens. We. as the 
Main opposition party, do not rule out a visit by Erbakan 
te iran. Iran is an important neighbor. There are most 
significant issues that definitely need to be discussed 
hetween Turkey and tran We believe that PKK activ- 
ities on Iranian soul are one of these primary issues. It 
iS Most unfortunate that the prime minister, who should 
he putting these issues on the table, who should be con- 
veying to the Iranians the Turkish state's information 
on th, .ssue, and who should be asking that this suppor 
he stopped, has made do with the information the Irani- 
ans have heen repeating on the issue and, thereby, has 
opened the validity of the information in the Turkish 
state archives to discussion. [end recording) 


Yilmaz charged that another crack has appeared be- 
tween the coalition partners with regard to foreign pol- 
icy and described this as an unfortunate development. 
He said that the foreign minister of the same govern- 
ment is making statements that are totally contradictory 
to the prime minister's statements. Notung that all these 
developments show that Turkish foreign policy us be- 
ing pursued inharmoniously by inexperienced persons, 
Yilmaz said that the government has cast aside national 
interests and is putting on a show and that this behav- 
tor will have immediate as well as future ramifications 
He maintained that Erbakan's post-Iran visits are being 
followed with great concern and added We are sen- 
ously concerned about developments that will be tanta- 
mount to a detachment from the foreign policy priorities 
Turkey has heen pursuing since the establishment of the 
republic. Pointing out that it 1s the jount wish of all for 
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Turkey to establish good relations with the enure Is- 
lamac world and all the countnes of the world, Yilmaz 
added that establishing these relauons by endangering 
the traditional es of alliance, however, might Cause ir- 
reversible damage. He noted that contrary to Erhakan's 
previous promises, foreign policy issues have not been 
brought to the Assembly. [passage omitted] 


Turkey: Ecevit Accuses Erbakan of Capitulating to 
U.S. Embargo 

TAl408093896 Ankara TRT Television Network 

in Turkish 1700 GMT 13 Aug 96 


{[FBIS Translated Text] Democratic Left Party leader 
Bulent Ecevit has declared that Prime Minister Necmet- 
un Erbakan’s visit to Iran is overcast by the shadow of 
the new U.S. law calling for sanctions on this country. 


In a news conference at the parliameni today, Ecevit said 
that, contrary to the impression created in the public, 
the Welfare Party [RP}-wing of the government failed 
to assert the country’s independence against the US. 
embargo to be imposed on Iran. Explaining that the laws 
of another country are not binding on Turkey, Ecevit 
remarked that Turkey was placed under the embargo of 
the Western countries via the Customs Union and now 
the U.S. embargo has been added to foreign economic 
relauons. Ecevit recalled that the United States intends 
to punish the countries that invest over $40 million in 
Iran's natural gas and oi) industry. 


[Begin Ecevit recording) Certain European countries 
are weighing the option of not bowing down to this 
threat. The RP-led Turkey, on the other hand, appears 
to have immediately succumbed to the U.S. threat. As 
far as we know, the natural gas agreement signed with 
Iran in 1995 stipulated that Turkey undertake certain 
investments in Iran. During Mr. Erbakan's visit to 
Iran, however, it was announced that Turkey will not 
undertake any investments in the field of natural gas 
on iranian territory. Consequently, the RP-wing of the 
government is adopung airs of publicly challenging the 
United States, while it os following in the footsteps of the 
United States, just as in the case of Operation Provide 
Comfort. [end recording} 


Pointing out that his party is not opposed to the devel- 
opment of relations with regional and neighboring coun- 
tries during the prime munister'’s visit, Ecevit claimed, 
however, that increasing the weight of Islamic countnes 
would be tantamount to intermingling religion with for- 
cign policy. Ecevit charged that Turkey, which led cer- 
tain Islamic Countries in thei efforts to attain contem- 
porary values during the first years of the Turkish Re- 
public, is now heing made to envy antiquated regimes 





report may contasn copynghted matenal Copying and diussemsnation 
6 prohibited withow permission of the copynght owners 

















FBIS-WEU-96-158 
14 August 1996 


Turkey: Parliamentary Delegation Returns From 
PRC, Comments 


TA1408100596 Ankara TRT Television Network 
in Turkish 1700 GMT 13 Aug 96 


(FBIS Translated Text} Mustafa Kalemii, speaker of the 
Turkish Grand National Assembly, and his accompany- 
ing delegation concluded an official visit to the PRC 
and returned to Turkey. 

In a statement at Istanbul's Ataturk Airport, Kalemli 
said that the visit at the level of parliamentary speaker 


vice president of the PRC National People’s Congress 
as well as Prime Minister Li Peng. Kalemli explained 
that the sides agreed that the delegations of the two 
counties will cooperate during the [nterparliamentary 
Union meeting to be held in Beijing in September. 


has allowed us to acquire first-hand in formation about 
the PRC. [end recording} 


Kaleml: stressed that Turkish parliamentarians will exert 


the necessary efforts for the development of bilateral 
relations in light of this recent visit. 


Turkey: Syria Reportedly Conveys Friendly 
Memage 


NC1308162596 Istanbul CUMHURIYET in Turkish 
10 Aug 9 p6 


[Report by Yusuf Ozkan: “Rapprochement Between 
Ankara and Damascus’ | 


[PBIS Translated Text} Ankara—li has been reported 
that Ambassador “Abd al- Aziz al-Rifa’i called on 
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Syria and Turkey. They asserted: “The Damascus gov- 
ernment will not make any initiative, regardless of the 
fact that it trusts Necmettin Erbakan. The messages wil! 
remain as a gesture of goodwill. Syria wil) wait for 
Ankara to take the first step.” 


The same sources also said that Erbakan's decision to 
visit Iran first has created an argument in the Arab 
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Turkey: Kerd Official Says Turkey ‘Under U.S. 
Coatrol’ 


BR1 308134496 Rome LIBERAZIONE in Italian 
13 Aug 9 p17 


[Report on interview with Yado Roz, spokesman of 
the Kurdish Parliament in Exile, by Laura Schrader in 
Brussels on 12 August) 


(FBIS Translated Excerpt) (passage omitted) [Schrader] 
Are the accords between Turkey and Iran at this precise 
moment in history an Islamic gauntlet thrown down in 
the face of the United States? 

[Roz] Turkey is not in a position to come up with 
an independent foreign policy because it is under US. 
contro! I do not think that Erbakan would have gone to 
Teheran without U.S. approval. 


[Schrader] Could this [accord] represent a U.S. mon- 
gage on Iran's policies? 

[Roz] That must be the intention, but it is clear tha’ 
Iran will stick to its own Islamic ideology, which is in 
conflict with Turkey's. Turkey, particularly in view of 
its accords with Isracl, is an objective threat to Iran. 
[Schrader] Turkey is secking to make an accord with 
Syria, too, using its power over the waters of the Bu- 
phrates against the PKK [Workers Party of Kurdistan)... 


{Roz} And they are Kurdish waters, but the water 
blackmail trick will not work. Syria will hold on to 
its own politcal independence which is strong in the 
Middle East, indeed other countries refer back to Syria 
when it comes to international affairs. As for the accords 
with tran, the PKK and the National Movement of 
Kurdistan are strong and independent. Treaties hetween 
the two countries cannot harm them. 
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{Schrader} Is there any hope of dialogue between the 
Turks and the Kurds to put an end to the war? 


violation of human rights. The chance of Refah reaching 
positions of power was used by Turkish politicians for 
a long time as a form of blackmail to get everything 
they wanted from the EU. But today the situation in 


ike this for much longer, even though it balks at 
nothing. We say that Turkey is like the guy who, after 
being spat at in the face, smiles and says: "Look, it is 
raining'~ 
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